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EXECUTIVE SUMMARY 


This paper reports results from a fiscal analysis of 
Pennsylvania SB 299, a proposal to expand the state’s 
two tax-credit scholarship programs. Pennsylvania 
currently has two programs in operation, the 
Educational Improvement Tax Credit (EITC) Program 
and the Opportunity Scholarship Tax Credit (OSTC) 
Program. 


Based on switcher rates of 60 percent to 90 percent, 
the Commonwealth of Pennsylvania’s EITC and OSTC 
programs generated the following fiscal effects between 
2002 and 2019: 


e Under current BEF funding, the EITC and 
OSTC programs combined generated estimated 
cumulative net savings for the state and school 
districts worth between $3.0 billion and $5.0 
billion, or between about $4,000 and $6,800 per 
scholarship. These estimates represent $1.1 billion 
net revenue reduction for the state ($1,500 per 
scholarship) and cumulative net savings for school 
districts worth between $4.0 billion and $6.0 
billion. 


¢ Had BEF funding been enrollment-based, the 
fiscal impacts would have been distributed more 
evenly between the state and school districts than 
under current BEF funding. Both the state and 
school districts would have experienced net fiscal 
benefits. The state would have incurred cumulative 
net savings estimated between $240 million and 
$900 million (up to $1,250 per scholarship). School 
districts would have experienced net savings 
estimated between $2.7 billion and $4.0 billion (up 
to $5,600 per scholarship). 


Based on switcher rates of 60 percent to 90 percent, the 
projected fiscal effects of SB 299 from FY 2020 to FY 
2022 follow: 


« Under current BEF funding, the EITC and OSTC 
would generate an estimated net revenue reduction 
for the state worth between $144 million and $225 
million each year over the period, or about $2,000 
per scholarship. 


« Under current BEF funding, the EITC and OSTC 
would generate estimated net savings for school 
districts worth between $500 million and $1.1 
billion each year over the period, or up to $10,000 
per scholarship. 


. IfBEF funding is enrollment based, then the EITC 
and OSTC would generate estimated net savings 
for the state worth between $20 million and $140 
million each year over the period, or up to $1,300 
per scholarship. 


. If BEF funding is enrollment based, then the EITC 
and OSTC would generate estimated net savings 
for school districts worth between $340 million 
and $730 million each year over the period, or up to 
$6,800 per scholarship. 


ACHOICE 


INTRODUCTION 


This paper reports results from a fiscal analysis of 
Pennsylvania SB 299, a proposal to expand the state’s 
two tax-credit scholarship programs. Pennsylvania 
currently has two programs in operation, the 
Educational Improvement Tax Credit (EITC) Program 
and the Opportunity Scholarship Tax Credit (OSTC) 
Program. Under the current law, the tax credit limit for 
the EITC and OSTC are $160 million and $50 million, 
respectively. The proposal would potentially expand 
these two programs by creating an escalator for tax 
credit limits to increase under certain conditions. 
Beginning in FY 2020, for any fiscal year in which the 
total aggregate amount of tax credits for the prior fiscal 
year is at least 90 percent of the total aggregate amount 
of all tax credits available for the prior fiscal year, then 
the tax credit limit would increase by 25 percent. 


This paper is organized as follows. First, it provides 
context to help policy makers and stakeholders 
evaluate the fiscal costs and benefits of the state’s two 
tax-credit scholarship programs and their expansion 
under SB 299, It then explains the data and methods 
used to conduct a fiscal analysis of the programs and SB 
299, Next it reports results from the analysis. Finally, it 
provides concluding thoughts. 


CONTEXT 


This section discusses previous analyses of private 
school choice programs, the size of the state’s two tax- 
credit scholarship programs programs in the context of 
the state’s K-12 public education system, and the state’s 
current school funding scheme. 


Previous Analyses of Private 
School Choice Programs 


To date, there have been 50 analyses of private school 
choice programs already in operation. Forty-five of 
these analyses found that these programs generated 
net savings for taxpayers and public schools, four 
found those programs were cost-neutral, and just one 
analysis estimated a very small net cost. ' 


Lueken (2018) estimated the overall fiscal effects 
on taxpayers and school districts for 10 tax-credit 
scholarship programs in seven states.? Pennsylvania’s 
EITC program was one of the 10 programs included 
in the analysis. Depending on assumptions about 
students switching from district schools and number 
of students receiving scholarships from multiple 
scholarship organizations, he estimated that the EITC 
generated overall savings from FY 2002 to FY 2014 
worth between $700 million and $1.7 billion, or up to 
almost $6,000 per scholarship student. 


EITC and OSTC Programs Share of 
Public K-12 Enrollment and Costs 


Table 1 reports the participation and costs of the EITC 
and OSTC programs combined as a share of the state’s 
total K-12 public school enrollment and costs for the 
period 2002-2017. 


In 2002, 17,350 scholarships were awarded to students 
who applied to the EITC and OSTC programs. This 
participation represents 1 percent of the state’s 1.8 
million students enrolled in the public school system 
during this year. As these tax-credit scholarship 
programs expanded, the number of scholarships 
as a percent of public K-12 enrollment increased to 
2.8 percent of K-12 students enrolled in public and 
private schools. During this period, while the number 
of scholarships awarded increased by about 32,000, 
public school enrollment declined by 6 percent, or 
more than 100,000 students statewide. Thus, although 
the EITC and OSTC might explain some of the decline 
in public K-12 over the period, it can potentially explain 
only one-third of this decline. 


The share of tax credits awarded via the EITC and 
OSTC as a percentage of the state’s total expenditures 
on its K-12 public school systems is even smaller, just 
0.1 percent. In FY 2002, $17 million tax credits were 
disbursed to taxpayers for donations to private school 
scholarship organizations (SOs) via the EITC and 
OSTC programs, representing just 0.1 percent of the 
state’s $19.8 billion K-12 budget that year. In FY 2017, 
this share increased slightly to 0.3 percent, with almost 
$104 million in tax credits disbursed to taxpayers 
compared to $30.5 billion in expenditures for K-12 
public schools. 


TABLE 1 Pennsylvania EITC and OSTC share of K-12 enrollment and costs 
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2003 1,816,747 
2004 1,821,146 
2005 1,828,089 
2006 1,830,684 
2007 1,871,060 
2008 IFS OUr oval 
2009 1,775,029 
2010 I785;993 
2011 1,793,284 
2012 LHL SIS 
2013 1,763,677 
2014 7595236 
2015 1,743,160 
2016 1,717,414 


1,719,418 


$17,000,000 $19,809,907,000 


$19,800,000 $20,808,760,000 0.1% 
$25,200,000 $22,285,582,000 0.1% 
$26,100,000 $21,462,670,000 0.1% 
$28,900,000 $22,096,979,000 0.1% 
$35,800,000 $23,601,794,000 0.2% 
$43,500,000 $24,659,665,000 0.2% 
$43,700,000 $28, 173,293,000 0.2% 
$37,800,000 $29, 187,094,000 0.1% 
$40,100,000 $29,961,876,000 0.1% 
$44,500,000 $29,204,053,000 0.2% 
$73,661,006 $31,332,091,000 0.2% 
$85,472,003 $30,381,783,000 0.3% 
$108,210,621 | $31,495,115,000 0.3% 
$93,476,448 $29,492,243,000 0.3% 


$103,724,463 | $30,495,441,765 


Author's estimates based on data from: Pennsylvania Department of Education; Pennsylvania Department of Community and Economic Development; National Center for 


Education Statistics, U.S. Department of Education; EdChoice 


K-12 Public School Funding in 
Pennsylvania 


Revenue for public schools comes from three sources: 
local (55 percent), state (87 percent) and federal 
plus other sources (8 percent). In Pennsylvania, 
nearly all of school funding is based on factors other 
than student enrollment.* Federal revenue is mostly 
based on census track data or other factors instead of 
student enrollment while local revenue is based on 
a district’s property wealth. State revenue for public 
schools in most states is based on student enrollment. 
In Pennsylvania, however, most state funding for 
school districts is based on factors other than student 
enrollment. This lack of student enrollment as a main 
factor in state funding is due to a “hold-harmless” 
provision which guarantees that each district receives 
at least the same level of state funding that it received 
the previous year, independent of any change to the 
district’s enrollment.° 


Basic Education Funding (BEF) comprises the largest 
portion of state revenue, or 52 percent in FY 2017.° 
There has been discussion over the years about making 
this portion of state funding for public schools in the 
Commonwealth student-centered.’ While a discussion 
of the merits of school funding reform is beyond the 
scope of this paper, the current funding arrangement 
has important implications for the present fiscal 
analysis and how fiscal effects from school choice 
programs are distributed among state taxpayers and 
school districts. 


In Pennsylvania, when students leave a district, “hold 
harmless” places the state on the hook for funding 
those students’ previous school districts at the same 
level as the prior year, even though the districts are 
no longer obligated to educate students who leave. In 
addition, education costs will decrease for districts 
when students choose to leave them. Thus, students 
redirected from districts will continue to generate a 
reduction in revenue for the state while at the same 
time representing a fiscal benefit for the districts — not 
only do costs go down, but districts will continue to 


receive state funding as if those students were enrolled 
in them. The state, on the other hand, will incur the 
fiscal burden of both providing tax credits for taxpayers 
who donate to the EITC and OSTC and funding the 
state’s hold-harmless law. 


In short, the choice programs provide a great deal for 
school districts but comes with a hefty bill for the state. 


Given the ongoing discussion on this issue, the present 
analysis estimates the net fiscal impact of SB 299 
under two scenarios: 1) an environment where no state 
funding for K-12 is student-based (which is close to the 
current situation) and 2) an environment where all 
BEF funds are based on student enrollment. 


I now turn to the fiscal analysis of SB 299 to study its 
potential fiscal effects on the EITC and OSTC programs. 


DATA AND METHODS 
Data 


When possible, Iused datareported onthe Pennsylvania 
Department of Education’s (PDE) website. For data 
that the PDE does not report on its website, I used 
financial data from the National Center for Education 
Statistics (NCES) in the U.S. Department of Education 
(USDOE). These data are reported annually by all 
state education agencies, including PDE, to the 
USDOE. Participation data for the EITC and OSTC 
programs are collected annually by EdChoice from 
the Pennsylvania Department of Community and 
Economic Development. Missing data were filled in 
with information obtained from the Commonwealth 
Foundation. 


Methods and Assumptions 


The present analysis estimates the fiscal effects of the 
OSTC and the private school segment of the EITC 
only. The EITC also has pre-kindergarten and public 
school segments, which are not included in the present 
analysis. 


A proper fiscal analysis of any private school choice 
program weighs both the cost of the program to 
taxpayers and the savings associated with reduced 
education costs for public schools that have fewer 
students to educate. The net fiscal impact ofa tax-credit 
scholarship program on taxpayers and school districts 
can be characterized by the following general formula: 


(Savings from students 
redirected from public schools 


Net Fiscal _ 
Impact 


Tax credit 
disbursements 


An important factor for estimating the fiscal effects of 
a tax-credit scholarship program on school districts is 
variable costs. Variable costs are those that districts can 
adjust in the short-run when enrollment changes. The 
analysis uses data from the USDOE to estimate short- 
run variable costs.’ I cautiously estimate that roughly 
55 percent to 60 percent of total education costs for 
Pennsylvania public schools are variable in the short 
run.’° 


Another important factor in the analysis is assumptions 
about the switcher rate. Switchers are students in the 
EITC and OSTC who would enroll in their residentially 
assigned district school without financial assistance 
from the tax-credit scholarship programs. They 
represent fiscal savings for school districts and the state. 
The analysis generates a range of estimates based on 
60 percent and 90 percent switcher rate assumptions." 
This range of assumptions about switcher rates is likely 
cautious for anumber of reasons. 


First, switcher rates tend to be high in private school 
choice programs, as demonstrated by recent random 
assignment studies of programs in Louisiana and 
Washington, D.C.” During 2015-16 of the Louisiana 
Scholarship Program, about 90 percent of students 
who applied for a scholarship, but who did not win the 
scholarship lottery, enrolled in public schools. During 
both years of the most recent D.C. evaluation, 9 percent 
of students who did not win the lottery either returned 
to the private school they were previously enrolled 
before applying to the program or moved from a public 
school to a private school, even though they did not 
receive a scholarship in the lottery. These findings 
suggest that about 90 percent of those who wish to 
access achoice program are truly switchers from public 
to private schools and would be enrolled in a public 
school if the choice programs did not exist. 


The present analysis’s range for switcher rates is 
also likely cautious because private schools face 
strong incentives to attract new students and expand 
enrollment. In addition, SOs are arguably mission 
oriented around maximizing student participation in 
tax-credit scholarship programs given that many private 
schools tend to be mission-oriented themselves." 


In projecting the potential fiscal effects of SB 299, the 
analysis makes the following additional assumptions 
for both programs: 


Each student receives one scholarship (i.e., there is 
no scholarship stacking);" 


Taxpayers receive 90 cents in tax credits for every 
one dollar donated to SOs; 


Total tax credits approved equals 90 percent 
of total tax credits available, thereby activating 
the escalators under SB 299 which increase the 
programs’ respective tax credit caps by 25 percent 
starting in FY 2021; 


The average scholarship award amount increases 
by 5 percent;'* 


School costs (including variable costs) grow at 1 
percent each year;”” 


BEF funding increases at 2 percent annual rate. '* 


Please note that the estimates reported in this paper 
may differ from estimates from other fiscal analyses. 
For example, estimates discussed below differ from 
Lueken (2018), who analyzed the EITC in that paper. 
The present analysis uses different data, some different 
assumptions, a different time period, and it includes 
the OSTC in the analysis. 


State Fiscal Effects 


The fiscal effect on the state is the difference between 
savings generated by students redirected from public 
schools and the amount of tax credits disbursed to 
taxpayers for donations to private school scholarship 
organizations. 


I estimated the state’s net fiscal impact under two 
different scenarios: 


l. state revenue is not based on student enrollment at 
all, and 
2. all BEF funding is based on student enrollment (I 


also refer to this scenario as simply “enrollment- 
based funding” throughout this analysis). 


Under the first scenario, there is no offset for the state, 
meaning that the fiscal impact on the state equals the 
number of tax credits awarded for donations to SOs. Under 
the second scenario, there would be an offset for the state. 


District Fiscal Effects 


The fiscal effect on school districts will be the difference 
between variable cost savings generated by students 
redirected from public schools and the reduction in 
revenue associated with those students. 


RESULTS FROM THE FISCAL 
IMPACT ANALYSIS 


Fiscal Alignment 


It is instructive to first examine the fiscal alignment 
between costs for public K-12 schooling and costs for 
the private school choice programs. Figure 1 displays 
the fiscal alignment between costs for K-12 public 
education in Pennsylvania and the state’s two tax- 
credit scholarship programs between 2002 and 2016. 
The solid black line displays the trend for total spending 
per student, the thick dashed red line shows estimates 
for districts’ average variable costs per student, the 
dotted blue line displays the average BEF allocation 
per student, and the thin dashed green line shows the 
average amount of tax credits disbursed to taxpayers 
per scholarship. 


Note the gaps between the cost for incentivizing 
donations for private scholarships and public school 
costs. In FY 2016, the average tax credit awarded per 
scholarship was nearly $15,000 less than the statewide 


average cost to educate a student in a district school. This 
suggests that the EITC and OSTC programs generated 
significant cost savings, though it’s not possible to 
determine the distribution of savings simply by looking 
at this difference. 


Average variable costs for districts is roughly $11,000 
per student. When students choose to leave district 
schools, districts would be able to offset any reduction 
in revenue from students leaving by this amount, on 
average. In Pennsylvania, revenue for school districts 
would be reduced by a relatively small amount because 
of hold harmless. As a result, the amount of resources 
that districts retain for fewer students mean that 
students who remain in district schools have access 
to more resources per student, more so than it would 
under enrollment-based funding. 


Under enrollment-based funding, where all BEF 
funding would be determined by students, state 


revenue for a school district would decrease by about 
$3,300 on average when a student chooses to leave. If 
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all state revenue were enrollment-based, then districts’ 
revenue from the state would decrease by about $6,500, 
on average, when a student leaves.” The district would 
have $11,000 with which to offset this reduction, a net 
benefit of about $4,500 to $8,000. 


Because of hold harmless, awarding incentives to 
generate donations for private school scholarships 
reduced state revenue, on average, by about $2,200 
per scholarship in FY 2016. Under enrollment-based 
funding, the state would incur net savings worth about 
$1,000 for each student choosing to leave a district 
school via one of the tax-credit scholarship programs. 


The fiscal effects of the tax-credit programs to date on 
the state and school districts will depend on the number 
of scholarships awarded to students who switch from 
district schools. The fiscal analysis accounts for this 
important factor. 


Fiscal Alignment of Public K-12 and Tax-Credit Scholarship Programs in Pennsylvania, 


Total spending per pupil, public K-12 


$17,172 


$10,717 


Avg. BEF allocation per student 
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-@ Avg. Tax Credits Awarded to Taxpayers per Scholarship 


Author’s estimates based on data from: Pennsylvania Department of Education; Pennsylvania Department of Community and Economic Development; National Center for 


Education Statistics, U.S. Department of Education 


Fiscal Effects to Date 


Table 2 and Table 3 summarize the results of the fiscal 
analysis by reporting a range of estimates, starting 
in FY 2002, for fiscal effects of the EITC and OSTC 
on the state and school districts. They also report 
estimates under current BEF funding and enrollment- 
based funding. Table 2 reports estimates based on a 60 
percent switcher rate assumption, and Table 3 reports 
estimates based on an assumed 90 percent switcher 
rate. Table Al and Table A2 in the appendix include 
additional details about estimated costs and savings 
under current BEF funding and enrollment-based 
funding and are based on a 90 percent switcher rate 
assumption.” 


Under current BEF funding and assuming a switcher 
rate of 60 percent (Table 2), the combined state and 
district net cumulative fiscal effect of the EITC and 
OSTC programs from FY 2002 to FY 2019 was about 
$3 billion in savings, or over $4,000 per scholarship. 
This reflects a cumulative net benefit of $4.0 billion 
for school districts (about $5,500 per scholarship) and 
a net revenue reduction of $1.1 billion (about $1,500 
per scholarship) for the state. Had these programs 
operated under enrollment-based funding for BEF, the 
distribution of fiscal effects would have been more even, 
with both the state and school districts experiencing 
cumulative net savings worth $238 million ($330 per 
scholarship) and $2.7 billion ($3,700 per scholarship), 
respectively. 


Under current BEF funding and assuming a switcher 
rate of 90 percent (Table 3), the combined state and 
district net cumulative net fiscal effect of the EITC 
and OSTC programs from FY 2002 to FY 2019 would 
have been an estimated $5 billion in savings, or $6,800 
per scholarship. This reflects a cumulative net benefit 
of $6 billion for school districts and a cumulative net 
revenue reduction of $1 billion for the state. Had these 
programs operated under enrollment-based funding, 
the distribution of fiscal effects would have been 
more even, with both the state and school districts 
experiencing cumulative net savings worth about $900 
million and $4.0 billion, respectively. 


Projected fiscal effects under SB 
299 


The next segment of the analysis projects estimates 
for the fiscal effects of SB 299 on the state and school 
districts from FY 2020 to FY 2022. Results are reported 
in the bottom panels of Table 2 and Table 3 for 60 
percent and 90 percent switcher rates. 


Under current BEF funding, the state would incur 
a net revenue reduction equal to the amount of tax 
credits disbursed to taxpayers for donations to SOs, 
worth between about $144 million and $225 million 
annually (roughly $2,000 per scholarship). If 90 
percent of scholarships are awarded to switchers, 
then districts would incur net fiscal benefits each year 
estimated between $760 million and $1 billion (roughly 
$10,000 per scholarship). If 60 percent of scholarships 
are awarded to switchers, then districts would incur 
net fiscal benefits each year estimated between 
$500 million and $730 million (roughly $7,000 per 
scholarship).”! 


Under enrollment-based funding, the fiscal impact of 
SB 299 would be more evenly distributed. Based on 60 
percent or 90 percent switcher rate assumptions, the 
state would incur estimated net savings worth between 
roughly $20 million and $140 million each year (up 
to $1,300 per scholarship). Despite experiencing a 
reduction in BEF revenue, school districts would 
continue to experience significant net fiscal benefits 
from reduced costs, estimated at between $340 
million and $730 million each year (up to $6,800 per 
scholarship). 


Under current BEF funding and enrollment-based 
funding, the combined estimated fiscal effects of SB 299 
would be between an estimated $360 million and $870 
million annually, or up to about $8,100 per scholarship. 


‘008'T$ Jnoge si JunoWwe asesane asoym sdiyssejoyas apiAosd 0] SuO|Jeuop Susjesauas ‘payIead S} ded jIpas9 UOI|/IW OTT $ ay] JO Juadsed OG JY] sawnsse sisxjeue ay} ‘(GI-8IOZ) 4eak [OOYIS JUALNI JOJ ‘OJON x 
BIIOYOPF ‘uolepuNnoy YJ/CAaMUOWILWOD ay] ‘uo/jeONnpFZ 
Jo Juaupledag ‘S"f ‘soisyejg uoleonpy 40j sajuag jeuoljeNy) “Juawidojanag IIWOUOIZ pue APIUNWIWOD Jo JUuaWjedag elueA/ASUUad “Uol]JeONpy JO Juawpedag eluen|ASUUad ay] WOY ejep Suisn suoiejnajed s,4oyjny ‘sadinoS 


906'78Z'E6z'T$ VLA‘ LI6'vEz TS 912 z€9'298'8S$ 99L'9$ 906'P8Z‘2r8'T$ (910‘Z$) (000‘000‘6rS$) | (payseford) jeyoL 


€2L'v$ 9zE'v8z'sos$ vev'soe'L8r$ 89or$ 106'8Z6‘ZT$ 9ZE'v8z'OEL$ (g0T‘2$) (000‘000'szz$) | (peyeloid) 2z0z 
GSL'v$ Z81'S9E'Lzr$ O16'p9z'LOr$ vezt ZLZ'001'02$ Z8T'S9E'L09$ (00'2$) (000‘000‘08T$) | (pepeloud) Tzoz 
vsL'v$ 66E'GET'T9E$ Ove 9vE'OvE$ Glz$ 6Sv'88/'0z$ 66'GET‘SOS$ (806'T$) (000‘000'v7T$) | (payeloud) OZOZ 
662 AS Jepun sjoay /eIs]4 paqoalold 


I9L‘OVI'T8€ €8g'sos‘sce BLT'GE9'G2$ I9Z'OV1'SZS (LZ18'T$) (000‘000'rrT $) +6102 
LST'v G6E'6LL'91Z g9g'Le9'zEez (OZr'8S8'ST$) L29'vv0'2ve (zov'z$) (Z€7's97'SZT$) 8102 
LLe'v$ g96'V9E'VIZ$ 96r'2vEe LIZ$ (TeS‘Z6'2$) 8z7' 680 81E$ (81T'2$) (€9v'v2Z'€0T$) L102 
661'v$ 9g8'G98'S/T$ GIL‘LIS‘981$ (6S8'1S9'0T$) vOE'zvE'69z$ (Z€2'2$) (87v'9Zr'e6$) 9102 
106‘ 6LV'01E'V6 9Lv'LL8'902 (L66'999'2T$) OOT‘TZS'Z0E (ZLT'2$) (1Z9'012'80T$) gT0¢ 
c96'€$ 1SZ‘0SZ'18 9Ee'9TS'6LT$ GT6 eee T$ vS7e'e77e' Lot (€98'T$) (€00'ZZr'S8$) vod 
LI9'E 089'229'62 vZS'086'9€ (vrs'Z0Ee'Z$) 989'8EE' E07 (Sg0'Z$) (900‘T99‘EZ$) E107 
ver'r 98Z'TOL'Z07 1S8'8E9'19 GE6'z90'8Ee$ 98L'102'Lvz (£86$) (000‘00S‘vr$) c10e 
82S‘ v$ 865'240'S8 26S‘ VLT'SvT$ 900'868'6e$ 86S'ZL1'Se7$ (186$) (000‘00T ‘or$) TL0¢ 
eLe'v$ Z€0'Z10'69 Sas This 00Z'00E'vEe$ Z€0'218'902$ (8Z6$) (000‘008‘Z¢€$) OT0d 
vrl'y €68'Z0'98 Lev'266'0S 997'Sso'se$ €68'LVL'627 (€Z6$) (000'00Z'Er$) 6002 
oz6'e$ €29'GO8"EL 679'SOT PTS vL6'6E9'6z$ €z9'Goe' LIz$ (186$) (000‘00S‘Er$) 8002 
ves'e €96'8TE'TE Z9S'LZ1'90 LOv'T61AGZ$ €96'8IT' LOT (086$) (000‘008‘se$) L002 
eEec'e LES'8TL'v0 62S'7z3'98$ 800'768'ZT$ LEG'SI9'EET (SZ6$) (000‘006‘82$) 9002 
eve e$ 697'LEz 68$ eel Lol'vlt Lvl'6Ly'vT$ 69r' Lee’ Sits (ZL6$) (000‘00T‘92$) sieler4 
Ozt'e$ ILE‘EZL'08$ 860'6Z€'69$ ZLe'vve TT$ IZE‘EZE'GOT$ (vZ6$) (000‘002‘s2$) vood 
L18‘2 £96'G26'9S$ O10'922'6r$ £56'669'L$ L96'SZL'9L$ (086$) (000'008'6T$) €00¢ 
Ly9'7%$ €¢e'Lz6 Svs 229'09L'6E$ 109‘991'9$ €t2e'L26'79$ (086$) (000°000‘ZT$) c00¢ 


9}Os JAYDUIMS JUBDIAd QQ ‘44g 40} Bulpuny 
paseq-]Uaw||O1ua pue 44g JUeUNd JapUN DISCO puke DIIJ Jo syed! jeoslj JaU peulquiod peyewiisy Z FISGVL 


‘008'T$ Jnoge si JunoWwe asesane asoym sdiyssejoyIs apiAosd OJ SuO|Jeuop Suljesauas ‘paydead S} ded jIpasd UOI//IW OTT $ ay] Jo Juadsed OG JY] sawnsse sisxjeue ay} ‘(GI-81OZ) 4eak [OOYIS JUAN JOJ ‘OJON x 
BIIOYOPF ‘UOlepuNoy YJ/BAMUOWILWOD ay] ‘uo/jeOnpFZ 
Jo Juaupledag ‘S"f ‘sosyejg uoljeonpy 40j Jajuag /euoljeNy “Juawidojanag IIWOUOIZ pue APIUNWIWOD Jo JUuaWjedag elueAjASUUad “Uol]eONpy JO Juawpledag eluen|ASUUad ay] WOY ejep Suisn suoiejnajed s,4oyjny ‘sadinos 


ver's$ 6SE'LLT'STZ‘e$ TI6‘SLE‘ZS8'T$ zee't$ 8rr'Tos‘z9e$ OSsT‘OT$ 6SE'LLT'V9OL'e$ (910‘'2$) (000‘000‘67S$) |(pa}9afoid) jeyo¥qng 


9ET'8$ 68r'927'0L8$ LET'8S6'0EL$ ZSE' 890 6ET$ 6E7'OT$ 68v'927'S60'T$ (€OT‘'Z$) (000'000'SZz$) | (payeloid) ZZ0z 
GET'8$ ELL‘ LvO' TELS g9e'L68'019$ 807 0ST'OZT$ SET‘OT$ ELL'Lv0'T16$ (€00'2$) (000'000'08T$) | (PePefoid) Tzoz 
O€T's$ 860'E0L'ET9$ OTv'0zS'‘O1S$ 689'Z8T €O1$ LEO'OT$ 860'E0L'LSL$ (806'T$) (000'000'rrT$) | (Payelod) OZOZ 


662 GS Japun sj9ayJz /eOs!-4 paj2e[olg 
6ST'9LT'L26'v$ | ossiss v8s'rS1'zz0'r$ osz'T$ GLS‘1Z0'S06$ oze's$ ZE6'S8E'EZ0'9$ (vIS‘T$) (€ZL'602'960'T$) | (6T0Z-ZO0Z) 1e}0L 


T21'8$ evl II L'evos vle'ege'ees$ B89L'7Sv'OIT$ ev TIL Z8Zz$ (L18'T$) (000‘000'rrT $) «6102 
Lev L$ 80Z'T08‘Z8e$ L6L'9S6'8vE$ I16'vvs'sEe$ Ov6E'990'E1S$ (Z0v'z$) (Z€2'S97'S2T$) 8102 
yeo'l$ 6L9'60r'eLe$ vrl'elo'oze$ gee's6e'L7$ evi‘ vet LLy$ (81T'2$) (€9v'v2Z'€0T$) L102 
vIv'L$ Z00‘ZES‘O1e$ ZLS'9LL'6L2$ GEv'09Z'0Ee$ SSv'elO'vOr$ (z€7'2$) (87v'9ZLv'e6$) 9102 
LE6'9$ 8Z0'TLS'SvEes Elz‘ ote oles GT8'7Sz'ses 6r9'T8Z'esr$ (ZZ1'2$) (1Z9‘OT2'80T$) STO0Zd 
yl3'9$ BLE 19E'GTE$ €0S'vzL'69c$ vL8'9E9'Sr$ I8€'EEs'O0r$ (€98'T$) (€00'2Zr'S8$) vod 
esr'o$ EzO'Lve' LEzs S8ZL'OL7'S0z$ LEZ'9L8'S7$ 620'800'S0E$ (gg0'2$) (900‘T99‘EZ$) E107 
Gee L$ 089'zoe'9ze$ LL2'8S6'902$ EOv'vvE'6L$ 089‘zos'oLe$ (Z86$) (000‘00S‘rr$) e102 
c8e' L$ 968'859'L6z$ 888 19ZL'LIZ$ 600'268'62$ 968'8SZ'LEE$ (186$) (000'00T ‘or$) T10¢ 
6v0'L$ 8v0'8Ty'ZZ7$ 666'990'20z$ Oso'TSE'OZL$ 8v0'sTz'Ole$ (8Z6$) (000‘008‘Z¢€$) OT0d 
€0L'9$ Ovs'1z6'00E$ Iv9'88r'9zz$ 661'Eer'vZ$ Ors'Tz9' pres (€Z6$) (000‘00Z‘er$) 6002 
ILE'9$ vEer'ssr'zscs vLy'sv7e'9t7$ 196'602'99$ vev'sse Sze$ (186$) (000‘00S‘Er$) 800¢ 
188'S$ Svy'sL8'viz$ vve'T6T‘6ST$ Z0T‘L89'SS$ Srr'sZ9'0sz$ (086$) (000‘008‘se$) L002 
L8L'S$ GO8'Z2S'TZT$ v6L'9EZ7'‘OETS ILO‘ 162‘ Tv$ Gos‘ Zzv'00z$ (SZ6$) (000‘006‘82$) 9002 
z0g'S$ y07'906'97T$ esS‘9ETZ11$ 129'69L'vE$ v07'900'EZT$ (ZL6$) (000‘00T‘92$) SO0¢ 
LOT'S$ 9g0'S89'eel$ L79'890'vOT$ 60v'9T9'62$ 950'S88'8sT$ (vZ6$) (000‘002'S2$) vood 
SIL'v$ 196'882'S6$ STO'6Es'eL$ GE6'6rr'T2$ 1G6'880'STT$ (086$) (000‘008‘6T$) €002 
ges'06e ZL$ ee6'019'6S$ Z06'6L'LT$ ges'06e'76$ (086$) (000‘000‘ZT$) 


dJEY JBYOUMS JUdDI9g OG ‘44g 40} Sulpun4 paseg-jusw||o1uy 
pue 44g Juang Jepul OLSO pue OLIF 4O syoediu| jedsi4 JON paulqwog payewiysy :¢ ajqel € 719VL 


CONCLUSION 


SB 299 would add escalators to the EITC and OSTC 
programs and expand educational opportunity for 
families and children in Pennsylvania by increasing the 
potential for these programs to serve more students 
and improve the likelihood of creating better matches 
between students and the type of school they attend. 


Acommon concern among skeptics of taxpayer funded 
programs such as the EITC and OSTC is that it would 
harm students and increase taxpayer costs. Overall, the 
ETIC and OSTC programs have generated significant 
fiscal benefits for taxpayers and school districts during 
their lifetimes. The question of how these benefits are 
distributed among different taxpayers and schools, 
however, is complicated.?? This is obscured by the 
fact that nearly all dollars for public K-12 that flow to 
districts in Pennsylvania are allocated based on factors 
other than student enrollment. 


Overall, expansion of the EITC and OSTC program 
would generate significant fiscal benefits. Under 
the current K-12 funding system, the state would 
incur a net revenue reduction while districts would 
disproportionately experience fiscal benefits from 
expansion of the program. If the state were to switch 
to an enrollment-based funding model for the BEF 
components of its K-12 system, then SB 299 could 
generate significant fiscal benefits for both the state 
and school districts. 
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School Choice Programs on Public School Districts 
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Choice, 2012), http://www.edchoice.org/wp- 
content/uploads/2015/07/The-Fiscal-Effects-of- 
School-http://www.edchoice.org/wp-content/ 
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Buffalo. Their estimate variable costs for Albany 
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Districts; Robert Bifulco and Randall Reback, 
“Fiscal Impacts of Charter Schools: Lessons 
from New York,” Education Finance and Policy 
9, no. 1 (Winter 2014), pp. 86-107, doi:10.1162/ 
EDFP_a_00121. 


This is the same approach used by Lueken (2018), 
please see footnote 20 on p. 200 for further 
discussion about these assumptions. Martin F. 
Lueken (2018), The Fiscal Effects of Tax-Credit 
Scholarship Programs in the United States, Journal 
of School Choice, 12(2), pp. 181-215, https://dx.doi. 
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the programs, scholarship organizations (SO) are 
mostly associated with individual schools. It is 
uncommon for any private school to be served by 
more than one SO. Thus, opportunities for students 
to receive multiple scholarships is minimal. 

This assumption generates more cautious 
estimates as a lower credit rate would mean the 
state would disburse fewer credits for a given level 
of donations. 


This assumption aligns with the Florida Tax Credit 
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years. 
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earlier in this paper, the switcher rate will likely be 
much higher and closer to 90 percent. 
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